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which the securitization exposure re-
sides; 

(ii) Enhanced amount, which is the 
par value of tranches that are more 
senior to the tranche in which the 
Board-regulated institution’s 
securitization resides; 

(iii) Exposure amount of the Board- 
regulated institution’s securitization 
exposure calculated under § 217.42(c); 
and 

(iv) Risk weight, which is the weight-
ed-average risk weight of underlying 
exposures of the securitization as cal-
culated under this subpart. 

(3) Credit equivalent amount. The cred-
it equivalent amount of a 
securitization exposure under this sec-
tion equals the sum of: 

(i) The exposure amount of the 
Board-regulated institution’s 
securitization exposure; and 

(ii) The pro rata share multiplied by 
the enhanced amount, each calculated 
in accordance with paragraph (e)(2) of 
this section. 

(4) Risk-weighted assets. To calculate 
risk-weighted assets for a 
securitization exposure under the 
gross-up approach, a Board-regulated 
institution must apply the risk weight 
required under paragraph (e)(2) of this 
section to the credit equivalent 
amount calculated in paragraph (e)(3) 
of this section. 

(f) Limitations. Notwithstanding any 
other provision of this section, a 
Board-regulated institution must as-
sign a risk weight of not less than 20 
percent to a securitization exposure. 

§ 217.44 Securitization exposures to 
which the SSFA and gross-up ap-
proach do not apply. 

(a) General requirement. A Board-regu-
lated institution must assign a 1,250 
percent risk weight to all 
securitization exposures to which the 
Board-regulated institution does not 
apply the SSFA or the gross-up ap-
proach under § 217.43, except as set 
forth in this section. 

(b) Eligible ABCP liquidity facilities. A 
Board-regulated institution may deter-
mine the risk-weighted asset amount 
of an eligible ABCP liquidity facility 
by multiplying the exposure amount by 
the highest risk weight applicable to 

any of the individual underlying expo-
sures covered by the facility. 

(c) A securitization exposure in a sec-
ond loss position or better to an ABCP 
program—(1) Risk weighting. A Board- 
regulated institution may determine 
the risk-weighted asset amount of a 
securitization exposure that is in a sec-
ond loss position or better to an ABCP 
program that meets the requirements 
of paragraph (c)(2) of this section by 
multiplying the exposure amount by 
the higher of the following risk 
weights: 

(i) 100 percent; and 
(ii) The highest risk weight applica-

ble to any of the individual underlying 
exposures of the ABCP program. 

(2) Requirements. (i) The exposure is 
not an eligible ABCP liquidity facility; 

(ii) The exposure must be economi-
cally in a second loss position or bet-
ter, and the first loss position must 
provide significant credit protection to 
the second loss position; 

(iii) The exposure qualifies as invest-
ment grade; and 

(iv) The Board-regulated institution 
holding the exposure must not retain 
or provide protection to the first loss 
position. 

§ 217.45 Recognition of credit risk 
mitigants for securitization expo-
sures. 

(a) General. (1) An originating Board- 
regulated institution that has obtained 
a credit risk mitigant to hedge its ex-
posure to a synthetic or traditional 
securitization that satisfies the oper-
ational criteria provided in § 217.41 may 
recognize the credit risk mitigant 
under §§ 217.36 or 217.37, but only as pro-
vided in this section. 

(2) An investing Board-regulated in-
stitution that has obtained a credit 
risk mitigant to hedge a securitization 
exposure may recognize the credit risk 
mitigant under §§ 217.36 or 217.37, but 
only as provided in this section. 

(b) Mismatches. A Board-regulated in-
stitution must make any applicable ad-
justment to the protection amount of 
an eligible guarantee or credit deriva-
tive as required in § 217.36(d), (e), and (f) 
for any hedged securitization exposure. 
In the context of a synthetic 
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securitization, when an eligible guar-
antee or eligible credit derivative cov-
ers multiple hedged exposures that 
have different residual maturities, the 
Board-regulated institution must use 
the longest residual maturity of any of 
the hedged exposures as the residual 
maturity of all hedged exposures. 

§§ 217.46–217.50 [Reserved] 

RISK-WEIGHTED ASSETS FOR EQUITY 
EXPOSURES 

§ 217.51 Introduction and exposure 
measurement. 

(a) General. (1) To calculate its risk- 
weighted asset amounts for equity ex-
posures that are not equity exposures 
to an investment fund, a Board-regu-
lated institution must use the Simple 
Risk-Weight Approach (SRWA) pro-
vided in 217.52. A Board-regulated insti-
tution must use the look-through ap-
proaches provided in § 217.53 to cal-
culate its risk-weighted asset amounts 
for equity exposures to investment 
funds. 

(2) A Board-regulated institution 
must treat an investment in a separate 
account (as defined in § 217.2) as if it 
were an equity exposure to an invest-
ment fund as provided in § 217.53. 

(3) Stable value protection. (i) Stable 
value protection means a contract 
where the provider of the contract is 
obligated to pay: 

(A) The policy owner of a separate 
account an amount equal to the short-
fall between the fair value and cost 
basis of the separate account when the 
policy owner of the separate account 
surrenders the policy; or 

(B) The beneficiary of the contract 
an amount equal to the shortfall be-
tween the fair value and book value of 
a specified portfolio of assets. 

(ii) A Board-regulated institution 
that purchases stable value protection 
on its investment in a separate account 
must treat the portion of the carrying 
value of its investment in the separate 
account attributable to the stable 
value protection as an exposure to the 
provider of the protection and the re-
maining portion of the carrying value 
of its separate account as an equity ex-
posure to an investment fund. 

(iii) A Board-regulated institution 
that provides stable value protection 

must treat the exposure as an equity 
derivative with an adjusted carrying 
value determined as the sum of para-
graphs (b)(1) and (3) of this section. 

(b) Adjusted carrying value. For pur-
poses of §§ 217.51 through 217.53, the ad-
justed carrying value of an equity ex-
posure is: 

(1) For the on-balance sheet compo-
nent of an equity exposure (other than 
an equity exposure that is classified as 
available-for-sale where the Board-reg-
ulated institution has made an AOCI 
opt-out election under § 217.22(b)(2)), 
the Board-regulated institution’s car-
rying value of the exposure; 

(2) For the on-balance sheet compo-
nent of an equity exposure that is clas-
sified as available-for-sale where the 
Board-regulated institution has made 
an AOCI opt-out election under 
§ 217.22(b)(2), the Board-regulated insti-
tution’s carrying value of the exposure 
less any net unrealized gains on the ex-
posure that are reflected in such car-
rying value but excluded from the 
Board-regulated institution’s regu-
latory capital components; 

(3) For the off-balance sheet compo-
nent of an equity exposure that is not 
an equity commitment, the effective 
notional principal amount of the expo-
sure, the size of which is equivalent to 
a hypothetical on-balance sheet posi-
tion in the underlying equity instru-
ment that would evidence the same 
change in fair value (measured in dol-
lars) given a small change in the price 
of the underlying equity instrument, 
minus the adjusted carrying value of 
the on-balance sheet component of the 
exposure as calculated in paragraph 
(b)(1) of this section; and 

(4) For a commitment to acquire an 
equity exposure (an equity commit-
ment), the effective notional principal 
amount of the exposure is multiplied 
by the following conversion factors 
(CFs): 

(i) Conditional equity commitments 
with an original maturity of one year 
or less receive a CF of 20 percent. 

(ii) Conditional equity commitments 
with an original maturity of over one 
year receive a CF of 50 percent. 

(iii) Unconditional equity commit-
ments receive a CF of 100 percent. 
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